NORTH AMERICAN ENERGY STANDARDS BOARD

RETAIL STRUCTURE REVIEW COMMITTEE

2007 FINAL REPORT


BACKGROUND:

In 2005, the membership of the Retail Gas and Electric Quadrants of the North American Energy Standard Board (NAESB) had declined, to a level below the NAESB Bylaw requirement of 40 members in each quadrant.  At the June 2005 NAESB Board of Directors meeting, the Board requested volunteer board members to form a committee to address the retail quadrant membership issues and make recommendations to Board of directors by the end of 2005.  

The Retail Structure Review Committee (RSRC) (current members):

Bill Bourbonnais, WPS Resources




Jim Buccigross, Group 8760

Leonard Haynes, Southern Company Services

Laura Kennedy, NAESB 

Ruth Kiselewich, Baltimore Gas and Electric  


David Koogler, Dominion Virginia Power

Marcy McCain, Duke Energy

Rae McQuade, NAESB





Mike Novak, National Fuel Gas Distribution  

Keith Sappenfield, EnCana Corporation 

 developed the following mission statement:

The Retail Structure Review Committee functions solely at the pleasure of the NAESB Board of Directors and reports to the NAESB Board of Directors through the NAESB Board Managing Committee.  The Committee will make recommendations to the full board to address the membership levels in the retail electric and retail gas quadrants through possible changes to NAESB By-laws, structural changes to the quadrants or their segments including merger of the two quadrants.

Since 2005, the RSRC has continued to review the reasons for the decline in the two retail quadrant’s membership.  The major reason for this membership decline can best be attributed to the stalled or even regressive status of the retail customer choice initiatives in the nation.  This in turn has lead to a lack of interest by market participants in developing business practices to support retail customer choice, which has been the primary focus of the retail quadrants since they were established.   The regressive status of the retail customer choice initiative has continued into 2007 with various states re-regulating electricity and more considering re-regulation.  
Annually since 2005, the RSRC has continued to review options to this membership decline, which include: 

1.   an increase of retail quadrant membership to bylaw requirement levels, 

2.   changing the bylaws to reduce the membership requirement, 

3.   combining the two Retail Quadrants to reach the bylaw membership levels, or 

4.   delaying any structural changes until the original work plan of developing business

      practices for the customer choice retail markets is completed. 

The RSRC also determined that none of the available options will have any appreciable effect on the finances of the NAESB organization.  This situation was reconfirmed this year.  It is believed that the Retail Quadrants are operating as efficiently as possible and only a major increase in Retail Quadrant membership will have any significant improvement in NAESB finances. 

The RSRC made a recommendation, which was approved by the NAESB Board of Directors at their December 2005 meeting to delay any structural changes to the two Retail Quadrants until their initial work on customer choice market business practices are complete and the Board direction to include development of business practices for the traditional regulated as well as customer choice markets has a chance to develop.
The RSRC spent 2006 working on the potential expansion of the retail quadrant focus from the development of business practices for just the customer choice retail markets to also including the development of business practices needed for the traditionally regulated market.  This expansion of focus had been driven by a number of requests for standard retail energy contracts and standard electronic billing (a request from national accounts customers) and a discussion on green energy business practices in both gas and electric markets.  Also in 2006 the RSRC members met with AGA, EEI, NARUC, the NAESB Advisory Council, several State Commissioners, and the EEI National Accounts Committee.  These meetings have provided a list of potential Business Practice initiative and provided a number of interested National Accounts and State Commission comments and suggestions for the 2007 Retail Plan, 2 of which have been completed.     

The RSRC made a recommendation, which was approved by the NAESB Board of Directors at their December 2006 meeting to continue to delay any structural changes to the two Retail Quadrants to allow the Retail Quadrants to complete their original work plan of customer choice business practices, continue work on one and develop the two new 2007 business practices for both customer choice and regulated retail markets and continue to attempt to increase retail quadrant memberships through the current outreach and new business practice initiatives.

In 2007, the retail quadrants, along with the Wholesale Electric Quadrant, focused on a request that was presented in late  2006 by Advanced Energy of North Carolina, to develop model business practices for standardized measurement and verification of demand side management and energy efficiency programs (DSM-EE).  To date this effort has included 6 national meetings attended in person by as many as 75 and an average of 56 persons, with many more participating by teleconference.  A high proportion of the participants in the meetings are not NAESB members.     The distribution list for this initiative is over 250 NAESB members and non members.  The first several months of the DSM-EE project focused on defining the scope, scale and  process for developing standards and model business practices for measuring and verifying peak load and energy consumption  reductions.  In November, the activity had progressed to the point where five individual working groups were established to begin the detailed work that will eventually yield the M&V standards and model business practices.  The other focus of the Retail Quadrants is to complete the work on the development of the original business standards for retail choice.  As can be seen by the 2008 Gas & Electric Quadrant Plan (Attachment #2), these efforts will continue through 2008 and into 2009.
DISCUSSION OF OPTIONS

The option of revision of the NAESB bylaws may only be a short-term remedy.  The current membership requirement of 40 for each retail quadrant was not scientifically reached but was a reasonable minimum level of membership if the retail quadrants were to be effective at reaching consensus of a critical mass of the market.   A membership level of less than 40 could result in concern regarding critical mass for a nation of 48 contiguous states.  Current memberships of 27 in the Retail Electric Quadrant and 25 in the Retail Gas Quadrant has stabilized over the past 2 years but could continue to decline if (1) companies with more than one retail quadrant membership (7) decide to reduce their memberships since most work is done through cooperative work of both quadrants, (2) the nationwide customer choice initiative remains stalled and (3) the expansion of the focus to provide business practices for both choice and regulated markets, such as the DSM-EE initiative, does not lead to  an increase in the number of paid memberships .  

The option of merging the NAESB Retail Electric and Retail Gas Quadrants would provide immediate membership levels that satisfy the bylaw membership requirements and would continue the current practice of the two quadrants working together.  The current combined level of 52 members could decline to as low as 45 members, if members with both gas and electric quadrant memberships decide they only need one membership, which is still above the bylaw membership requirement of 40, unless there are significant membership terminations due to opposition to the merger of the two quadrants.  The merger of the two quadrants will also require bylaw revisions to reflect one rather than two quadrants and to resolve bylaw differences between the two quadrants.  It is estimated that it will take 6 - 9 months to modify the bylaws and ratify the governance changes.   If a decision is made to merge the two retail quadrants, great care should be taken to ensure that representatives of both gas and electric have an equal voice as was the case with the 2005 proposal for merger (Attachment 2), and the combining of the two quadrants should be done in a way that permits the easy return to two quadrants in the future if needed.  The merger of the two Retail quadrants would require active participants to focus on structural issues in 2008 rather than working toward completion of the currently planned business practices.
The option of continuing to expand the focus of the retail quadrants to include projects for regulated markets along with customer choice markets may result in an increased interest in retail quadrant memberships, but so far this has not been the experience.  NAESB did experience a number of comments from non-members supporting projects for both markets in the proposed 2007 Retail Quadrant Plan development, two of which have been completed.  The major DSM-EE initiative could result in a significant increase of membership due to the large number of non members working and following this initiative, but it is too early to determine if that will be a result.   

The option of delaying any structural changes at this time would allow the continuation of the work of the combined Retail Quadrants to complete the original work plan of choice business practices without the disruption resulting from developing and implementing quadrant structural changes.  Based on the current draft of the 2008 plan, there is Customer Choice Business Practice work through 2008.  Delay would also allow measurement of the progress and industry interest on the new DSM-EE initiative, which was started in 2007 and which is expected to be defined with work starting on the actual standards/model business practices in 2008.  Continuing to wait until this initiative, which has attracted a large number of non-members, is defined and started will require a delay of any significant effort to restructure the two quadrants until it is determined whether or not the initiative will result in additional industry interest and increase to Retail Quadrant memberships.  
An option to Merge Retail Quadrants into the Wholesale Quadrants was suggested during a Retail Quadrant Leadership meeting in September 2007.  This suggestion has not been studied yet by the RSRC but should be considered if and when a structure change is contemplated for the two retail quadrants.  Since much of the work done by the Wholesale Quadrants has a direct affect on the corresponding Retail Quadrants, any suggestion to eliminate the Retail Quadrants would leave a void in the Wholesale Quadrants, especially on projects, like the current model business practices for standardized measurement and verification of demand side management and energy efficiency programs, that would have been joint projects under the current organization.  This may also allow a mechanism for the two Retail Quadrants to work on retail initiatives that are not being considered by the Wholesale Quadrants. 

RECOMMENDATION

Based on the reviews completed by the RSRC, the input from the Retail Quadrants Executive Committees and the recent increased interest in new initiatives, the RSRC recommends that the NAESB Board of Directors continue to delay any structural changes to the Retail Quadrants at this time.  This will allow the Retail Quadrants to complete their original work plan of customer choice business practices, which is anticipated for 2009, unless there is an upturn in customer choice and to continue to develop the energy efficiency and demand response measurement standards which will also probably extend into 2009.  
As the Board considered the last two years, starting the process of making retail quadrant structural changes will consume many hours of current participants, taking away from the focus on completing the customer choice business practices in the draft 2008 plan.  Delaying any structural changes to beyond 2008 will also allow more time to determine if greater interest can be generated for business practices for both markets.  
The RSRC also recommends that the NAESB Board direct the RSRC to continue its work into 2008 to:
1, 
continue review of the need for and potential structural changes to the two Retail Quadrants beyond 2008 based on quadrant membership levels, industry interest in retail quadrant work, progress and interest in initiatives for business practices for both retail customer choice and traditionally regulated markets with a report in December 2008 and 

2. complete a strategic plan for the quadrants beyond 2008 and 

ATTACHMENT 1
November 25, 2005 RSRC Proposal to Combine Retail Quadrants

1) 
Consolidated the two retail quadrants into one combined retail quadrant called Combined Retail Quadrant (CRQ).  Option is Retail Energy Quadrant but that could be confused with the current Retail Electric Quadrant.

2) 
CRQ would have 4 segments of 7 members each.  


Based on the current Board roster and EC roster, no one would lose a seat, initially the CRQ Board in the transition would include the following:



Distributors ‑ 7/7 (RGQ:4,REQ:3)



Suppliers ‑     3/7 (RGQ:1,REQ:2)



Services ‑       6/7 (RGQ:4,REQ:2)



End Users ‑    2/7 (RGQ:1,REQ:1)


Initially the CRQ Executive Committee in transition would include:



Distributors ‑ 7/7 (RGQ:3,REQ:4)



Suppliers ‑     5/7 (RGQ:3,REQ:2)



Services ‑       6/7 (RGQ:4,REQ:2)



End Users ‑    2/7 (RGQ:1,REQ:1)

3) 
In the transition, until the next elections a company would be allowed to hold two seats in a segment only if they want to separate their electric interests and gas interests and maintain two NAESB retail memberships.  This would avoid displacement of current Board and EC members and subsequent elections would prevent any abuse of having two votes on the Board or EC.

4) 
Within each segment, one seat (maybe two) could be reserved for sole commodity companies (gas or electric only).  Unlike WEQ, these reserve spots should not be left unfilled if no sole commodity company is interested ‑ in such cases a combination company could fill the slot.

5)
CRQ should keep two bodies of MBPs ‑ one for electric and one for gas, the vast majority of which would be identical.  This avoids the automatically assumption to be applicable to both REQ and RGQ.

6) 
It may be appropriate to include a reserve clause that says if membership of CRQ reaches 85 or 90 and with 2/3rds vote of the CRQ members, gas and electric quadrants could be separated.

ATTACHMENT 2 
	NORTH AMERICAN ENERGY STANDARDS BOARD

2008 ANNUAL PLAN for the RETAIL GAS and ELECTRIC QUADRANTS1
Prepared by the Retail Executive Committee on November 7, 2007

	
	Item Number & Description
	Completion2
	Assignment

	1
	Electronic Retail Billing.

	
	
	Develop Technical Electronic Implementation Standards –  Electronic Retail Billing

Status:  Underway
	1st Q 2008
	TEIS

	2
	Customer Enrollment, Drop and Account Information Change

	
	a.
	Develop information requirements for submitting and receiving, processing and fulfilling a customer’s request to enroll with or leave a supplier (including suppliers dropping customers) and for maintaining current customer account information, and for notifying affected parties.

Status:  Underway
	1st Q, 2008
	IR

	
	b.
	Develop Technical Electronic Implementation Standards – Customer Enrollment, Drop and Account Information Change,

Status:  Underway
	2nd Q 2008
	TEIS

	3
	Customer Enrollment, Drop and Account Information Change Using a Registration Agent

	
	
	Develop practices when using a Registration Agent for submitting and receiving, processing and fulfilling a Customer’s request to enroll with or leave a Supplier (including Suppliers dropping Customers) and for maintaining current Customer account information, and for notifying affected parties. 
	
	

	
	
	i)
	Customer Enrollment

Status:  Projected to be completed 4th Q 2007 
	4th  Q 2007

	Texas Task Force/ BPS

	
	
	ii)
	Customer Drop

Status:  Underway
	1st Q 2008
	Texas Task Force/ BPS

	
	
	iii)
	Account Information Change

Status:  Not Started
	2nd Q 2008
	Texas Task Force/ BPS

	4
	Review and Discuss application of any other existing model business practices for the Registration Agent model
	3rd Q 2008
	BPS

	5
	Customer Inquiries

	
	
	Develop procedures for responding to customer inquiries directed to Distributors and/or Suppliers and for notification of the other party.

Status:  Not Started.  Delayed to 2008 for completion because the registration agent model is separate from customer enrollments.
	4th Q 2008
	BPS

	6
	Develop NAESB Certification checklist criteria for Retail Quadrants to be used in the NAESB Certification Program.
Status:  Not Started.  Dependent upon publication of Version 1.1 at a minimum, but more dependent upon completion of Customer Choice efforts.
	2009
	TEIS

	7
	Address issues raised in the Department of Energy’s Sandia National Laboratories on NAESB technical standards and respond to the surety assessment findings and recommendations.

Status:  Underway
	1st Q 2008
	TEIS

	8
	Review and develop needed model business practices for a standardized method for quantifying benefits, savings, cost avoidance and/or the reduction in energy demand and usage derived from the implementation of demand side management and energy efficiency programs.  This effort will include demand side response, energy efficiency programs and metering, including the 'curtailment service provider' program.
Status:  Underway
	2008
	Joint WEQ/Retail DSM Subcommittee

	
	a.
	Develop matrix and business practice standards for measurement and verification for demand response programs in ISO/RTO footprint areas.

Status: Underway
	
	

	
	b.
	Develop matrix and business practice standards for measurement and verification for demand response programs in non-ISO/RTO footprint areas.

Status: Underway
	
	

	
	c.
	Develop preamble for business practice standards for measurement and verification for demand response and energy efficiency programs.

Status:  Underway
	
	

	
	d.
	Develop glossary for business practice standards 

Status:  Underway
	
	

	
	e.
	Support retail development of matrix and model business practice standards for measurement and verification for demand response programs 

Status:  Underway
	
	

	
	f.
	Develop business practice standards to measure and verify energy reductions that are made to comply with a Renewable Portfolio Standard that included energy efficiency or a stand-alone Energy Efficiency Portfolio Standard. 
Status: Not Started
	
	

	
	g.
	Develop business practice standards to factor Demand Control and Energy Efficiency programs into reliability / supply decisions at the wholesale level for generation and transmission planning and operations.
Status: Not Started.
	
	

	
	h.
	Develop business practice standards to support cap and trade programs for green house gas.

Status: Not Started.
	
	

	Program of Standards Maintenance & Fully Staffed Standards Work2

	
	Business Practice Requests
	Ongoing
	Assigned  by the EC3 

	
	Information Requirements and Technical Mapping of Business Practices
	Ongoing
	Assigned  by the EC4 

	
	Ongoing Interpretations for Clarifying Language Ambiguities 
	Ongoing
	Assigned by the EC4

	
	Ongoing Maintenance of Code Values and Other Technical Matters
	Ongoing
	Assigned by the EC4

	
	Ongoing Development and Maintenance of Definitions
	Ongoing
	Glossary

	Provisional Activities

	
	Joint Effort:

	
	
	Supplier Certification: Develop practices for Distribution Companies to register/certify new Suppliers when they seek to begin doing business in the Distribution Company’s service area.

	
	
	Modify TPA as necessary.

	
	
	Review security standards as may be deemed necessary, such as Public Key Infrastructure (PKI).

	
	
	Review existing body of model business practices for consistency and develop or modify model business practices as needed.

	
	Retail Electric Quadrant Effort Only:

	
	
	Retail Meter Data Validation, Editing & Estimating: Develop procedures for insuring the integrity and validity of retail customer metering data that is needed by utilities and suppliers for billing, etc. Issues related to unbundled or competitive metering are not to be considered.

	
	
	Settlement Process: Reconcile energy schedules and energy delivered by suppliers within a given market.  Note: will need to be coordinated with the WEQ for the REQ.

	
	Retail Gas Quadrant Effort Only:

	
	
	Examine Wholesale Gas Quadrant Non-EDM Standards for applicability to retail business practices. 

	
	
	Settlement Process: Reconcile energy schedules and energy delivered by suppliers within a given market.  



[image: image1]
NAESB Retail Subcommittee Leadership: 
Executive Committee:  Mike Novak, Chair (RGQ), Ruth Kiselewich, Chair (REQ)

Business Practices Subcommittee:  Phil Precht (RGQ), Mary Edwards and Dan Jones (REQ)

Information Requirements Subcommittee: Jennifer Teel (REQ)

Technical Electronic Implementation Subcommittee: Dan Rothfuss (RGQ)

Glossary Subcommittee:  Don Sytsma (RGQ), Mary Edwards and Patrick Eynon (REQ)

DSM-EE Subcommittee: Ruth Kiselewich, David Koogler (REQ), Roy True (WEQ), Paul Wattles (WEQ)




Joint Retail/WEQ DSM-EE Subcommittee








Technical 


Standards


Development





Task Forces & Working Groups5








Model Business


Practice


Development








Technical Electronic 


Implementation Subcommittee (TEIS)








Information Requirements Subcommittee (IR)








Glossary Subcommittee








Contracts Subcommittee (dormant)








Business Practices Subcommittee (BPS)





Retail Electric & Retail Gas 


Quadrant Executive Committees


(REQ and RGQ ECs)








�A 2007 completion date was included for presentation purposes only.
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